
 

 

June 11, 2013 

 

Via Email 

Dana Gallovicova 

Chief Executive Officer 

Zlato Inc. 

Mlynska 28 

040 01 Kosice, Slovak Republic 

 

Re: Zlato Inc. 

 Registration Statement on Form S-1 

 Filed May 15, 2013 

File No. 333-188610 

 

Dear Ms. Gallovicova: 

 

We have reviewed your registration statement and have the following comments.  In 

some of our comments, we may ask you to provide us with information so we may better 

understand your disclosure. 

 

Please respond to this letter by amending your registration statement and providing the 

requested information.  If you do not believe our comments apply to your facts and 

circumstances or do not believe an amendment is appropriate, please tell us why in your 

response.   

 

After reviewing any amendment to your registration statement and the information you 

provide in response to these comments, we may have additional comments.   

 

Cover Page 

 

1. Please disclose in the initial paragraph that this offering constitutes your initial public 

offering. 

 

Prospectus Summary, page 3 

 

2. You state on page 29 that you are a shell company as defined in Securities Act Rule 405.  

Accordingly, please disclose that you are a shell company in the prospectus summary and 

add a risk factor that highlights the unavailability of Securities Act Rule 144 for purposes 

of meeting the safe harbor requirement from the definition of underwriter, including any 

effect on the liquidity of your shares and on your ability to attract additional capital to 

implement your business plan or sustain future operations. 
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Corporate Background and Business Overview, page 3 

 

3. The timeline for developing your initial EMR software, the “software development kit” 

for interoperability with third party products, and the expected timeline for revenue 

generation appears to be inconsistently described throughout your document.  For 

example, you state here that you will need 12 months to create the EMR product and 8-10 

months to complete the kit; on page 6 you state that the total cycle for development of 

your basic product will take approximately 18 months and on page 26 you state that your 

basic EMR software will be ready for commercial sale within 6–12 months.  Please 

revise your disclosure here, in your 12 Month Plan of Operations, in the Milestones 

section of your Management’s Discussion and Analysis, and elsewhere as appropriate to 

provide a consistent description of your business development timeline, including the 

expected timing for the commercial launch of your product.  In addition, clarify the basis 

for your statement that you do not expect to generate revenue for at least 18–24 months 

from the date of your prospectus.   

 

4. On page 4 you describe net proceeds to you in the amount of $50,000 less costs assuming 

all of the shares are sold.  Given that yours is a best efforts offering, information 

regarding the offering that is contingent on the number of shares sold should be disclosed 

in a manner that reflects the range of possible outcomes.  In this regard, please revise 

your disclosure to indicate that up to one million shares of common stock are being 

offered and provide a range of the possible proceeds to be raised from your offering on a 

net basis.  Provide similar disclosure regarding the possible number of shares outstanding 

after the offering. 

 

Risk Factors, page 5 

 

5. You state on page 36 in your Liquidity and Capital Resources section that your current 

cash and working capital balance is only sufficient to cover expenses for the next four to 

six months, and that if you cannot raise any additional financing, you may be forced to 

cease operations.  Please add a risk factor disclosing, as of the most recent practicable 

date, your current cash resources and the number of months your available cash resources 

will fund as well as the additional amount needed to fully fund your business activities 

for the next 12 months.   

 

6. You state on page 30 that you do not have a class of securities registered under Section 

12 of the Exchange Act and it does not appear that you intend to register under Section 

12; therefore you will be subject only to the reporting requirements of Section 15(d) of 

the Exchange Act.  Please add a risk factor informing potential investors of how the 

regulatory requirements imposed on Section 15(d) registrants are more limited than those 

imposed upon fully reporting companies and discussing the resulting risks. 

 

7. We note that you currently have only one shareholder and it appears likely that you may 

have fewer than 300 record holders following the completion of the offering.  Please 
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include a risk factor that that explains the automatic reporting suspension of Section 

15(d) of the Exchange Act and the potential effects on the company and its investors, 

including with respect to your ability to have the price of your securities quoted on the 

OTC Bulletin Board. 

 

“If we are unable to obtain the necessary financing…,” page 5 

 

8. You state on page 36 that, even assuming you are able to successfully raise all of the 

funding under your proposed offering, you must still raise significant additional funding 

to continue your business, including an estimated additional $200,000 for expenses 

related to the launch of your basic EMR software.  Please clarify here, in the summary 

and throughout the prospectus, that additional funding will be required to launch your 

initial product.   

 

“As an ‘Emerging Growth Company’ under the Jobs Act…,” page 10 

 

9. Please expand your disclosures relating to the Emerging Growth Company exemption, or 

provide a separate risk factor, to describe the extent to which any of the exemptions 

available to you as an Emerging Growth Company remain available to you as a Smaller 

Reporting Company. 

 

Use of Proceeds, page 14 

 

10. You state on page 15 that if you do not sell all one million shares in this offering, you 

will not be able to achieve your business objectives; however, the table describing your 

budget if 10%, 25%, 50%, 75% or 100% of the shares are sold reflects a deficit in the 

event that 10%, 25%, and 75% of the shares are sold.  This section should describe the 

principal purposes for which the net proceeds are intended to be used, and where less 

than all of the securities to be offered may be sold, the order of priority should be 

indicated.  It appears that you should revise the table to indicate which elements of your 

business plan you will be unable to fund in those instances.  That is, it appears that the 

table should be revised to reflect only those activities your proceeds will allow you to 

fund.  Please revise accordingly or advise. 

 

Information with Respect to the Registrant 

 

The Market, page 21 

 

11. We note that you have included hyperlinks to the sources you cite for your statistical 

data.  Please refer to Securities Act Release No. 33-7856 regarding the implications of 

including hyperlinked information in your document.  Alternatively, you may remove the 

hyperlinks from your document. 
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12. It does not appear that the source cited in footnote (1) supports your assertion that “there 

were approximately 850,000 physicians in the USA and 80% were practicing in groups of 

9 or less.”  Please revise or advise. 

 

13. Please provide support for the following assertions: 

 

 “Small and even medium sized primary care physician offices and clinics are 

generally understaffed due to cash constraints and typically operate under stressful 

conditions because of long hours and low-skilled support staff”; 

 “Record keeping and updates is [sic] usually the last task to be completed, and are not 

completed on a real time basis”; 

 “Delays in completion result in frequent human errors”; 

 “Data entry and paper file storage is generally poorly managed”; 

 “the USA has been slow to adopt EMR technology”; and 

 “Medical personnel are usually slow to adopt non medical change and view non 

medical tasks as low priority, even though long term benefits may be significant.” 

 

Sales Strategy, page 24 

 

14. Please disclose the basis for the information presented in your Annual Practice Statistics - 

Practice Time Savings with an EMR cost benefit analysis on page 24.  Given that you 

have no product or operating history, it appears inappropriate to disclose a cost benefit 

analysis of a non-existing product and to assert a specific “Total ROI for the First Year.”  

Further, your example includes assumptions, such as “average physician appointments 

per day,” “total days worked per year,” and the hourly net income earned by a physician, 

that appear to be arbitrary.  Please remove this example or tell us how these apparently 

arbitrary numbers are relevant to, and reflect in any meaningful way, a product you have 

yet to develop and may never develop. 

 

Sources and Availability of Products and Services, page 25 

 

15. Please clarify what you mean by “local” when you describe the third-party contractors 

you plan to hire. 

 

16. Consider including a more balanced discussion of the state of the EMR market.  For 

example, we note that the source cited in footnote (2) states that “Two-thirds (69%) of 

U.S. primary care physicians reported using electronic medical records (EMRs) in 2012, 

up from less than half (46%) in 2009”; this appears to be inconsistent with certain of your 

assertions regarding the adoption of EMR technology in the U.S. 

 

17. You state that access to your system by intruders or unauthorized users would be an 

“unlikely event.”  Given the risks associated with cybersecurity breaches, please consider 

revising.  We refer you to the Division of Corporation Finance’s CF Disclosure Guidance 
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Topic No. 2: Cybersecurity for additional guidance on this topic.  Furthermore, tell us 

what consideration you gave to including risk factor disclosure. 

 

18. We note that your operations are conducted in the Slovak Republic and that, as you state 

on page 12, “all of [your] assets are either located or controlled” in the Slovak Republic.  

Please consider adding additional disclosure describing any existing or probable foreign 

regulations that may impact the company or your operations. 

 

19. Please ensure that you provide a materially accurate description of the government 

regulations that may affect the company.  For example, you state that the HITECH Act 

requires “mandatory implementation of EMR systems by 2014,” however, we note that 

this is part of an incentive program available to eligible professionals, and that physicians 

who have not adopted by 2014 would have up to a 5% reduction in their Medicare 

reimbursement rates over five years beginning in 2015. 

 

Where You Can Find More Information, page 30 

 

20. Your disclosure here regarding your reporting obligations does not appear to be 

consistent with the reporting requirements of Section 15(d) of the Exchange Act, to 

which you will be subject upon effectiveness of your registration statement.  Please revise 

to provide consistent disclosure regarding your reporting obligations. 

 

Management’s Discussion and Analysis of Financial Condition and Results of Operations 

 

Limited Operating History and Need for Additional Capital, page 31 

 

21. You state on page 31 that “[m]anagement has no intention at this time to hire additional 

employees during the first year of operations.”  However, we note elsewhere in the 

prospectus that you “will require three multi-purpose senior software developers with 6+ 

years of experience” and that you intend to hire a sales consultant for initial marketing of 

your products.  Please revise your disclosures to describe management’s intentions with 

regard to hiring additional employees.  To the extent that you expect to engage only 

outside consultants to develop and market your software rather than hire employees, 

please clarify this. 

 

Directors, Executive Officers, Promoters and Control Persons 

 

Involvement in Certain Legal Proceedings, page 38 

 

22. Please note that Item 401 of Regulation S-K requires disclosure with respect to the 

involvement of your officer/director in certain legal proceedings for the past 10 years.  

Please revise accordingly. 
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Consolidated Financial Statements 

 

Note 3. Going Concern, page F-8 

 

23. You disclose that the company intends to fund its expenditures through equity financing 

arrangements, which may be insufficient to fund its proposed development expenditures, 

working capital and other cash requirements through the next fiscal year ending March 

31, 2014.  On page 31 you disclose that the funds from this offering will allow you to 

operate for one year, only if you are successful in raising the maximum offering.  Please 

revise this note to comply with FRC 607.02 and paragraph 10 of PCAOB Interim 

Auditing Standards AU Section 341 by describing in further detail management’s plan to 

fund operations.  Such disclosure should disclose the amount of minimum proceeds 

necessary to remove the threat and enable the company to remain viable for at least the 

12 months following the date of the financial statements. 

 

Exhibits 

 

24. Please file the form of subscription agreement that you will require investors in the 

offering to execute. 

 

 

We urge all persons who are responsible for the accuracy and adequacy of the disclosure 

in the filing to be certain that the filing includes the information the Securities Act of 1933 and 

all applicable Securities Act rules require.  Since the company and its management are in 

possession of all facts relating to a company’s disclosure, they are responsible for the accuracy 

and adequacy of the disclosures they have made.   

 

Notwithstanding our comments, in the event you request acceleration of the effective date 

of the pending registration statement please provide a written statement from the company 

acknowledging that: 

 

 should the Commission or the staff, acting pursuant to delegated authority, declare the 

filing effective, it does not foreclose the Commission from taking any action with respect 

to the filing;  

 

 the action of the Commission or the staff, acting pursuant to delegated authority, in 

declaring the filing effective, does not relieve the company from its full responsibility for 

the adequacy and accuracy of the disclosure in the filing; and  

 

 the company may not assert staff comments and the declaration of effectiveness as a 

defense in any proceeding initiated by the Commission or any person under the federal 

securities laws of the United States. 
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Please refer to Rule 461 regarding requests for acceleration.  We will consider a written 

request for acceleration of the effective date of the registration statement as confirmation of the 

fact that those requesting acceleration are aware of their respective responsibilities under the 

Securities Act of 1933 and the Securities Exchange Act of 1934 as they relate to the proposed 

public offering of the securities specified in the above registration statement.  Please allow 

adequate time for us to review any amendment prior to the requested effective date of the 

registration statement. 

 

You may contact Joyce Sweeny, Staff Accountant, at (202) 551-3449 or Craig Wilson, 

Senior Assistant Chief Accountant, at (202) 551-3226 if you have questions regarding comments 

on the financial statements and related matters.  Please contact Luna Bloom, Staff Attorney, at 

(202) 551-3194 or me at (202) 551-3457 with any other questions.  Should you require further 

assistance, you may contact Barbara C. Jacobs, Assistant Director, at (202) 551-3730. 

 

Sincerely, 

  

 /s/ Maryse Mills-Apenteng 

  

Maryse Mills-Apenteng 

Special Counsel 

 

cc:  Via E-Mail 

 Thomas E. Puzzo, Esq. 

 Law Offices of Thomas E. Puzzo, PLLC 

 


